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April 2, 2012 
 

MEMORAUNDUM 
 
TO:  John J. Cullerton, President of the Senate 
 Michael J. Madigan, Speaker of the House of Representatives 
 Christine Radogno, Minority Leader of the Senate 
 Tom Cross, Minority Leader of the House of Representatives 
 David Vaught, Governor’s Office of Management and Budget 
 Sharon K. Hahs, President, Northeastern Illinois University 
 
RE: Report of the Commission’s Findings Concerning Northeastern Illinois 
 University’s Issuance of $28.5 million of Series 2012 Certificates of 

Participation 
 
 
The Commission met on Wednesday, March 22, 2012 at 8:30 a.m. to hear and take 
action on the proposed issuance of $28.5 million of Certificates of Participation (COPs) 
by Northeastern Illinois University.  The following documentation details background 
information on the project to be funded, the Certificates to be issued and the 
University’s debt. 



BACKGROUND 
 
Law:  Under the newly created State University Certificates of Participation Act 
[110 ILCS 73], any State university planning to issue Certificates of Participation 
(COPs) must appear before the Commission at a public hearing to present the details of 
the proposal.  Upon adoption by a vote of the majority of appointed members, the 
Commission shall issue a record of findings within 60 days after the request by the 
university.  As part of the Commission’s consideration and findings the Commission 
shall consider the effect the issuance of a certificate of participation shall have on the 
State University’s annual debt service and overall fiscal condition.  Within the findings 
shall be a statement in which the Commission makes a recommendation of either (i) 
“favorably recommended”, (ii) “recommended with concerns”, or (iii) “non-support of 
issuance”.  Findings shall be reported by the Commission within 15 days after the 
hearing.  Upon a finding of “non-support of issuance”, a State University may not 
proceed with the issuance of the certificate involved in the finding without the approval 
of the General Assembly through adoption of a joint resolution. 
 
 
Northeastern Illinois University requested a hearing to be approved for the issuance 
of Certificates of Participation. 
 
Time Line: 

February 10, 2012 Commission Received Request for Hearing 
March 26, 2012 Last Date for Hearing 
April 10, 2012 Recommendation Required 

 
 

Northeastern Illinois University Certificates of Participation Series 2012 
 

Certificates of Participation Amount  $28.5 million 
Maturity      through October 1, 2041 
Estimated True Interest Cost   4.307% range (not to exceed 6.5%) 
Estimated Average Annual Debt Service $1.7 million 

 

 



Terms of COP 

Approximately $28.5 million in Certificates of Participation would be sold by 
competitive bid with up to a 30-year maturity.  The University hopes to sell mid to late 
April, and pay a True Interest Cost of around 4.307%.  The University, as a receiver 
of State aid, has its ratings tied to the State, and may have a higher interest rate than 
normal due to the State’s financial situation.  The Board of Trustees approved the 
project on February 9, 2012. 

 
Purpose of Projects: 
 
The University has been serving the Latino Community for forty years at an academic 
center called El Centro.  This academic center offered 196 courses in FY 2010, and in 
the fall of that year 1,006 traditional and non-traditional students took courses.  El 
Centro is currently located in a leased building off campus at 3119 N. Pulaski Road.  
The new owner of the building wants to expand its own program as does the University 
for its El Centro programs.  The University’s lease expires June 30, 2012.  Therefore, 
NEIU has decided to relocate. 
 
The choices available to the University were to lease or build.  A Request for 
Information was advertised, and four proposals were received.  Three fit the 
requirements, which were then analyzed and discussed.  The site of 3400 N. 
Drake/3400 N. Avondale was selected as the new home for El Centro, which is within 
the University’s geographic boundaries. The owner of the site, Jack Novak of Novak 
Construction, will demolish the buildings currently on the site.  The University will 
purchase the real estate, redevelop the land, and construct a three-story academic 
building. 
 
The project will be funded by University debt in the form of COPs, and possible 
support from TIF funds.  The project will be administered by the University, not by the 
Illinois Capital Development Board.  The University Board has approved all plans and 
given authority to the University President.  The RFP for an architect was requested, 
and a University committee is reviewing the 37 responses. 
 
The timing for completion of the project is critical, as the current lease can only be 
extended through FY 2013.  The University would like to move into the new facility 
during the end of the Spring 2013 semester. 
 



Financing of the Projects: 
The Board approved the issuance by competitive bid of COPs at its February 9, 2012 
meeting, not to exceed $28.5 million and with a maximum maturity date of October 1, 
2041.  The annual rate of the Certificates may not exceed 6.5%.   
 
 
Northeastern Illinois University  
Certificates of Participation, Series 2012  
Estimated Sources and Uses of Funds  
  
Sources Series 2012 
     Bond Principal  $27,430,000.00 
     Bond Premium  0.00 
     Estimated Interest Earnings   9,300.61 
     Total Sources  $27,439,300.61 
  
Uses:  
     Series 2012 Project  $27,000,000.00 
     Underwriter's Discount  274,300.00 
     Costs of Issuance  165,000.00 
     Balance/Contingency  0.61 
     Total Uses  $27,439,300.61 
  
Assumptions:  
     Type of Issue  COPs 
     Dated & Delivery Date  5/15/2012 
     Maturity Range  10/1/2013 - 2041 
     First Interest Payment  10/1/2012 
     First Project Draw  5/15/2012 
     Last Project Draw  3/1/2013 
     True Interest Cost (TIC)  4.307% 
     Project Fund Return  0.092% 

     Total Debt Service  $50,087,767 
     Avg. Annual D/S (FY2014-2042)  $1,694,520 
  
1 Return on State & Local Government Securities (SLGS) as of 2/3/2012. 
 



Payment of COPs 

 
The debt service on the COPs will be paid from University general operations funds, 
consisting of State General Revenue Funds and student tuition revenue. 

 

 



Current NEIU Debt 
 
The State University Certificates of Participation Act places a limit on Northeastern 
Illinois University’s COPs of a maximum $5 million annually in debt service.  The 
table on the following page shows the amount of debt service estimated for the 2012 
COPs combined with the debt service of the University’s Series 2006 and 2010 COPs.  
The combined COP debt service will max out at $3.47 million in FY 2026, the final 
year of the 2006 COPs.  Payments will drop from FY 2026-FY 2029 to around $2.3 
million.  The FY 2010 COPs will be paid off in FY 2029, and the final years of just the 
new COPs will range from $1.7 million- $1.9 million. 
 

Current COP outstanding principal is $18.3 million, while current University Facilities 
System (UFS) Revenue Bonds outstanding principal is $17.5 million.  Total Debt 
Service for COPs and UFS Bonds will range from $2.0 million to $4.8 million (FY 
2026) through FY 2042.  UFS bonds will be paid off in FY 2036. 
 
 
University Financials 
 
From the FY 2010 Financial Audit, the University had a net income of $14.7 million 
after including both operating and non-operating revenues, and operating and non-
operating expenses.  FY 2009 had a net income of $6.2 million. 
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